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Renewal of Bolivia's Stand-By Arrangement with Fund 


The International Monetary Fund has extended for 
one year its $7,500,000 stand-by arrangement with the 
Bolivian Government. This arrangement was drawn 
upon in part during 1957. A $7,500,000 Bolivian ex- 
change agreement with the United States also has been 
extended for another year, and the Bolivian Govern- 
ment has reiterated its intention to continue to operate 
a free exchange market in which the value of the 
boliviano will be determined by basic supply and de- 
mand forces, and to conduct exchange operations so 
as to minimize exchange rate fluctuations arising from 
temporary or erratic influences, but not to restrict 
fundamental changes dictated by market forces. 


The Bolivian Government’s arrangement with the 
Fund was initiated in December 1956 following consul- 
tation on a comprehensive program of economic 
stabilization. A fundamental reform of the exchange 
system has been introduced, and the Government is 
pursuing policies directed toward domestic monetary 
and financial stability. The Fund will remain in close 
consultation with the Bolivian authorities during the 
period of extension of the stand-by arrangement. 
Sources: International Monetary Fund, Press Release, 

January 2, 1958, and Treasury Department, 
Press Release, January 2, 1958, Washing- 
ton, D. C. 


The International Monetary Situation 


At a joint meeting of the American Finance Associa- 
tion and the American Economic Association in Phila- 
delphia on December 30, 1957, Mr. Per Jacobsson, 
Managing Director of the International Monetary Fund, 
commented upon the monetary problems of the Euro- 
pean countries which he had recently visited, comparing 
them with those of the Latin American countries which 
he had visited in August. 

In one respect, he said, there was a pronounced 
similarity. “In Latin America, as in Europe, the people 
in general are getting increasingly tired of inflation. 
This does not only mean that they dislike rising prices; 
that they have done for quite a time. But it means that 
now they begin to recognize the reasons for the price 
increases, and thus to feel that stable money is some- 
thing worthwhile striving for, even something worth- 
while making sacrifices for. It is this feeling that has 
made it possible for the authorities to take steps to 
defend the currency which only a few years ago would 
have been politically unthinkable. Thus, the Bank of 
England has raised the bank rate to 7 per cent, which 
is the opposite to cheap money. In Finland, the official 
discount rate is as high as 10 per cent, which is also 
the rate in France for any commercial bank that exceeds 
by more than 10 per cent the quota of rediscounting 
allotted to it by the Bank of France.” 

The fall in the prices of most of the products sold 
by the Latin American countries had led to balance of 
payments difficulties, but, Mr. Jacobsson noted, had 
not diminished the desire for currency stability. In 
several cases, indeed, it has led to more decisive steps 


in the struggle against corrosive inflation. There seems 
to have been a change in the climate of opinion almost 
all over the world. It is beginning to be realized that, 
while an inflationary credit expansion may for a while, 
even perhaps for a few years, finance new enterprise, 
people will stop saving when they wake up, as they 
inevitably do, to the fact that their money has a con- 
stantly diminishing value. “Credit expansion can be 
no substitute for savings: a reliable currency is the 
only true basis for sustained investments. The experi- 
ences of Germany and Italy—two countries which 
have carried out cautious monetary policies—prove be- 
yond doubt that in our days, with so many inventions 
to be exploited and so many houses and hospitals, 
schools and roads needed for a growing population, 
the difficulty is not to find outlets for the available 
savings but rather to increase the flow of savings in 
order to sustain a desirable level of investment. The 
Russians know this and, indeed, have put into practice 
a careful noninflationary monetary policy. In a speech 
the other day in Kiev, Mr. Khrushchev even apologized 
for the fact that since 1954 there had been no further 
price cuts in Russia.” 

Commenting upon action in the field of monetary 
policy recently undertaken by governments and central 
banks, Mr. Jacobsson recalled that during the last eight- 
een months the world has successfully turned two nasty 
corners. The first great difficulty was in connection 
with the Suez crisis, which led in particular to a run 
on sterling. The International Monetary Fund in De- 
cember 1956 granted assistance to Great Britain to 
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the tune of $1,300 million, $561 million as a drawing 
and $739 million in the form of a stand-by, which has 
in fact not been drawn upon. Together with other 
measures, this assistance helped to arrest the run on 
sterling, and it also enabled the British to avoid going 
back on the liberalization of trade which had been 
attained. It is often said that the Suez crisis was more 
easily overcome than anybody had expected; maybe it 
would not all have gone so relatively smoothly had it 
not been for the assistance from the International Mone- 
tary Fund. 


The second difficulty occurred in the summer of 
1957 when there arose a state of acute tension over 
certain European exchange parities. There were rumors 
about a revaluation of the German mark and a pos- 
sible devaluation of other currencies, including perhaps 
a widening of the margin for the official quotations of 
sterling. Fortunately, remedial measures were taken by 
the countries concerned. The official discount rate 
was increased in France, Great Britain, the Nether- 
lands, and Sweden; and at about the same time it was 
reduced in Germany, in accordance with the rule that 
those who lose gold and foreign exchange should 
increase their interest rate while those who gain reserves 
should lower it. In addition, the Annual Meeting of 
the International Monetary Fund in Washington in 
September became the occasion for statements by the 
representatives of, in particular, Great Britain and Ger- 
many that no alterations would be made in the exchange 
parities. It seems that these statements were believed 
by the markets, for from that time German reserves 
ceased to increase, while funds began to flow back to 
London. In the middle of December, transferable ster- 
ling was quoted at the rate of $2.79, the highest since 
April 1954 and well within the margin for the official 
quotations of sterling ($2.78-$2.82). Sterling is in 
fact convertible for all foreign holders at rates within 
the official margins. 


In the case of the German mark, the turn-around 
was equally spectacular. During the first nine months 
of 1957, German gold and foreign exchange reserves 
had increased by as much as DM 5.7 billion; three 
fifths of this increase occurred in the third quarter of 
the year. But by the middle of December 1957, the 
reserves of the Bundesbank were no higher—they were, 
in fact, slightly lower—than they had been three 
months earlier. 


The speculative positions taken in the markets as a 
result of the uncertainties with regard to sterling and 
the German mark in the summer of 1957 probably 
reached an amount well above $700 million. Some of 
these positions are probably still outstanding and their 
reversal will presumably take some time. By November 
the pound had passed its seasonally weak period of the 
summer and early autumn, and, as was shown in market 


quotations, had returned to the normal strength to be 
expected at this time of the year. 

There can be little doubt, Mr. Jacobsson said, about 
the determination of the British authorities to stop 
inflation and safeguard the value of their currency. 
“Since the end of 1949, the money supply in Great 
Britain has risen in all by only about 11 per cent, which 
is much less than in any other country in the world 
except Denmark. The banks continue to reduce ad- 
vances, and the Government has declared that it will 
not increase the total investments of the nationalized 
industries above the level attained this year. There has 
been a moderation of the rate of expansion in private 
industry which can be characterized rather as a leveling 
off than as a setback. There is little unemployment, 
but not quite so strong a demand for labor as there was 
previously. It has been the declared policy of the Gov- 
ernment to prevent a general rise in prices, and as part 
of that policy there has to be, at least for the time 
being, no marked increase in wages. Some labor unions 
have made demands for substantial increases, but it 
seems that, in practice, there is a tendency to be more 
moderate. Perhaps the workers, and their leaders, feel 
that public opinion would be strongly averse to violent 
industrial disputes and, indeed, would not approve a 
policy of wage increases which would result in higher 
prices. It seems that no labor union is anxious to be 
the first to press its claim. I have been told that the 
situation reminds one of Macaulay’s well-known lines: 
‘Those behind cried forward, and those before cried 
back.’ 

“As things stand now, the British seem to be able to 
master their internal cost and price problems, but what 
about the burden of sterling balances? To finance its 
development schemes, India has over the last year drawn 
down its sterling balances and other countries will 
presumably do the same. But Great Britain is a banker 
for many countries, and it is unlikely that the net annual 
withdrawals will be very large. When it is a question 
of making provision against such withdrawals, and in 
general to provide savings for overseas and other in- 
vestments, it is inevitable that the question of economies 
in the budget will arise. Sometimes it is technically and 
politically easier to compress the volume of investments 
financed through the budget than to cut current govern- 
ment expenditure, although a cut in such current expen- 
diture would be preferable from many points of view. 

“In dealing with the British problems, one has always 
to remember that a country’s capacity to master its 
problems does not so much depend upon how difficult 
those problems are as on the determination, patriotism, 
and ingenuity with which the authorities and the public 
face the task before them, so that the appropriate solu- 
tions are found. As it is, the sterling balances serve for 
the countries who own them as a buffer against serious 
embarrassment in the field of foreign trade, especially 
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in a period of recession with an appreciable decline in 
the prices of raw materials and foodstuffs.” 

In reference to Germany, Mr. Jacobsson pointed out 
that it was all to the good that a country in such an 
exposed position should have a strong currency and 
substantial gold and foreign exchange reserves. Now 
that such a strong reserve position has been reached, 
however, it is not in the interest of Germany or of any- 
body else that reserves should continue to increase at a 
rapid rate. 

Is it in fact to be expected, Mr. Jacobsson asked, that 
the cessation of the increase in German reserves during 
the last quarter of 1957 will be continued in 1958? 
Germany has a strong export position, and is still able 
to sell many products at relatively low prices. That, 
however, is not the whole story. There has also been a 
pronounced expansion in the money volume (by per- 
haps 15 per cent in one year), reflecting in large meas- 
ure higher wages and increased social benefits. More- 
over, the public authorities are no longer adding to their 
cash reserves but are drawing on the funds already 
accumulated to finance a budget deficit. The Bundes- 
bank has not by any means completely offset the com- 
bined expansionary effect of the budget deficit and the 
foreign exchange surplus. These factors should help to 
reduce the current German balance of payments sur- 
plus, but it is still possible that Germany will, neverthe- 
less, continue to earn a substantial, though reduced, 
surplus. The German authorities therefore still have 
every reason to consider what credit measures they can 
take, or what other facilities they can grant, in order to 
lessen, as far as possible, the strain for other countries. 
It is hardly to be expected that the question of the pos- 
sible revaluation of the German mark will be raised 
again, so that on that score there should be less em- 
barrassment. 

The Netherlands, too, has had its difficulties this 
summer. The guilder was under pressure, but with an 
increase in the official discount rate and a series of 
other measures, the trend has been reversed, the Dutch 
currency being apparently strong enough to remain 
rather unaffected by recent happenings in Indonesia. 

In France, one of the main difficulties in recent 
years, Mr. Jacobsson said, has been the effort to do 
too many things all at the same time. “Everybody 
knows about the struggle in Algeria, which is, of course, 
costly, although it is hard to estimate what the exact 
costs are, especially as there are some offsetting items. 
But it is perhaps less well known that France in recent 
years has become a highly dynamic country, making 
large forward strides in developing its industry and 
agriculture. This dynamism finds its expression also in 
the birth rate, which in the last two or three years has 
been even higher than in Italy. The growing population 
has, of course, added to the demands for more houses, 
schools, and hospitals. Taken together, the resources 


devoted to these various purposes have substantially 
exceeded the genuine savings available in France. In- 
ternally, therefore, part of the financing has been met 
by credit creation, with the result that, externally, the 
country’s foreign exchange reserves were very greatly 
reduced. By the middle of 1957 it became clear that 
such a situation could not continue, and a series of 
steps were taken to reduce the budget deficit, to re- 
strain the granting of credit, and to replace a compli- 
cated system of import charges and export premiums 
by a more simple system equivalent to an exchange 
adjustment. The rehabilitation work has been con- 
tinued by a new Government in the late autumn, and 
in January France will open negotiations in the Euro- 
pean Payments Union and the International Monetary 
Fund to obtain certain foreign credits, which can bridge 
the gap until the measures taken and still to be taken 
will become fully effective. 

“The gold and exchange markets already appear to 
have partly anticipated the results of the present plans 
of the French Government to rehabilitate the economy, 
for which a fair measure of success is evidently expected. 
In one fortnight in December, the quotation for the 
U.S. dollar in the unofficial banknote markets fell from 
504 francs to 478 francs; the gold price has fallen corre- 
spondingly; and certain recent market issues have been 
highly successful—subscriptions to a railway loan 
reached 40 billion francs instead of the 20 billion that 
had been expected. It is too early to make any definite 
predictions, but one cannot shut one’s eyes to some 
distinctly favorable developments.” 

Mr. Jacobsson stated that he had also visited Fin- 
land, where the exchange value of the currency had 
been adjusted to the rate of the already devalued tour- 
ist markka in September 1957. A devaluation, he said, 
is, of course, not in itself a solution to a country’s diffi- 
culties. In Finland, however, it had been preceded and 
accompanied by a series of measures which made the 
home currency scarce, ensuring increased payments into 
the Bank of Finland. The autumn is seasonally the 
strong period in the Finnish exchange market, so that it 
was natural that foreign exchange reserves should in- 
crease; that they should go up from the equivalent of 
20 billion to 40 billion Finnish markkas within four 
months was, however, decidedly more than the authori- 
ties had dared to expect. 

Mr. Jacobsson also directed attention to the fact 
that, during the period of monetary tension in Europe 
in the summer of 1957, the European countries which 
were not directly faced with foreign exchange problems 
did not experience any acute strain. Several of them, 
and in particular Italy and Austria, continued to add 
to their foreign exchange reserves. 

At the end of 1957 there were less signs of strain 
in the European foreign exchange markets than there 
had been for a long time. Some might think that this 
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was the calm before the storm, but Mr. Jacobsson said 
that he was inclined to think that the readjustments and 
the many serious internal measures which have been 
taken in recent years are beginning to bear fruit in the 
form of a more balanced and durable international rate 
structure. 

For most Latin American countries, Mr. Jacobsson 
said that 1957 had been a year of disappointment and 
difficulties, in that the prices of the materials which they 
export have fallen, in some instances quite sharply. 
However, notwithstanding their reduced foreign 
exchange receipts and, indeed, to some extent as a 
consequence thereof, these countries, as a rule, have 
intensified their efforts to fight inflation. It is not only 
that these countries, too, are tired of inflation; they 
realize more and more that political, social, and eco- 
nomic developments become increasingly difficult in 
an environment of inflation. A large number of these 
countries have turned to the International Monetary 
Fund, not only for financial assistance but also for 
technical assistance. 

For countries in Asia, it is more often than not the 
scope of a development plan and the intensity with 
which it is pursued that determine the monetary trend 
internally and in the balance of payinents. Increased 
experience is all the time being gained in the field of 
financing, but it would be premature to pretend that a 
solution has been found to the financial problems facing 
these countries. There is surely no single solution; 
there are a number of different ways by which resources 
may be mobilized. 

Mr. Jacobsson next referred to two problems relating 
to the United States which are in everybody's mind— 
the problem of the present business recession and the 
problem of the trend of commercial policy. The raw 
material producing countries are in fact asking, in the 
first place, whether they have to expect a further drop 
in raw material prices, associated with a continued 
slackening of business activity in the United States, and, 
secondly, whether they will have to face any large-scale 
revival of protectionist practices in the United States, 
e.g., contemplated increases in the tariffs on lead and 
zinc, talk of reinstituting a tariff on copper, voluntary 
restrictions on oil imports, restrictions on tuna fish 
imports, etc. Similar questions were raised everywhere 
during Mr. Jacobsson’s recent trip to Europe. Anxious 
enquiries were made whether a repetition was to be 
feared of the chain of events after 1929. In answering 
such questions, Mr. Jacobsson pointed out that recov- 
ery from recession—as in the case of a man’s recovery 
after an illness—would depend on three things: the 
strength of his constitution, the treatment he receives, 
and his willingness to submit to treatment, i.e., his 
general behavior. There can be little doubt that the 
structure of the economy of the United States is now 
much stronger than it was in 1929; there is not the 


same speculation on the stock exchanges and there is 
no longer a weak mortgage position, or any danger of 
deposits being lost through banks having to close their 
doors. Unemployed persons receive support which 
keeps up purchasing power. Private indebtedness has 
indeed been rising, but can hardly be regarded as dan- 
gerously high at its present level. 

Referring to the “treatment” applied to the economy, 
Mr. Jacobsson said that there is great confidence in the 
Federal Reserve System and, in particular, in Mr. Wil- 
liam McChesney Martin, and every reason to believe 
that the new men at the Treasury will cooperate to 
strengthen confidence. 

“But what about the ‘behavior’ of the patient? If 
there is anything that seems certain about the business 
cycle, it is that particular care should be taken not to 
increase costs during the initial stages of the downward 
phase. Balance will have to be restored by an adjust- 
ment of costs and a recovery of demand—but that 
recovery must come through monetary policy, not 
through an increase in wages which simultaneously 
increases costs. If moderation as regards costs is ob- 
served, it is likely that before long this recession can be 
overcome through the ordinary means of credit policy.” 

In general, Mr. Jacobsson said, the Europeans are 
not very worried about recession in the United States, 
for they cannot believe that things will get out of hand. 
They seem to be more worried about a possible revival 
of protectionist practices. The last ten years have wit- 
nessed a remarkable expansion in world trade, by which 
the Western world has been knit more closely together. 
To have to face just at the present moment a setback in 
this field would be nothing less than disastrous. There 
are today some nonindustrialized countries which have 
restricted trade in the hope that thereby they would be 
able to pursue better their development plans. There 
are other countries which have gone back on liberaliza- 
tion because of sharp falls in their foreign exchange 
reserves. These setbacks may, however, be reversed; 
Finland will again liberalize its import trade from Janu- 
ary 1, 1958, and other countries may soon do the same. 
Should the United States alter its policy and increase 
its protectionism, the sense of cohesion in the Western 
world would receive a very heavy blow. 

A recession is a testing time for commercial policy, 
for it is then that foreign competition is most keenly 
felt. However, Mr. Jacobsson said that he could not 
believe that the people of the United States will agree 
to increased protectionism. They will remember that 
tariff increases have in many respects been a mixed 
blessing in the past; and they will also feel their respon- 
sibility for the prosperity of the whole free world. “The 
United States is now a leading nation in monetary 
matters: what happens here affects the whole free world. 
It is difficult to think that a leading monetary nation 
can alter the main lines of its commercial policy accord- 











ing to the different phases of the business cycle without 
upsetting the balance in the world economy. The 
United States cannot escape a position of leadership 
and in this, as in other matters, noblesse oblige.” 

In conclusion, Mr. Jacobsson expressed the view that 
inflation has now been arrested in the United States 
and in Canada; that in most other countries there is 
still a struggle to withstand inflationary forces, but that 
the efforts made seem to be more and more effective, 


IBRD $150 Million Bond Issue 


An issue of $150,000,000 International Bank for 
Reconstruction and Development (World Bank) 4% 
per cent, twenty-one year bonds of 1958, due Janu- 
ary 15, 1979, at a price of 99% per cent and accrued 
interest to yield 4.29 per cent to maturity, was issued 
in New York on January 7, by a nation-wide under- 
writing group comprising 176 investment firms and 
banks, managed by The First Boston Corporation and 
Morgan Stanley & Co. The new bonds will not be 
callable prior to January 15, 1968. On and after that 
date they will be callable at the option of the Bank at 
a price ranging from 102% per cent and accrued inter- 
est if redeemed on or before January 14, 1970, down 
to 100 per cent after January 14, 1976. As a sinking 
fund for the bonds, the Bank will redeem $7,000,000 
annually beginning in 1968 and including 1977, and 
$5,000,000 in 1978. Purchases for the sinking fund, 
which is calculated to retire 50 per cent of the issue 
prior to maturity, will be at a price of 100 per cent. 

As in other recent issues by the Bank in the United 
States, arrangements have been made for the sale of 
bonds for delayed delivery to certain institutional inves- 
tors. Such sales will be at the public offering price, and 
deliveries will be made under contracts between the 
Bank and the purchasers providing for deliveries on 
one or more quarterly dates from April 15, 1958 
through January 15, 1961. A commitment fee of % 
per cent a year will be paid by the Bank to purchasers 
under the delayed delivery contracts. 

The delayed delivery arrangement is expected to 
enable the Bank to coordinate a portion of its borrow- 
ing with its loan disbursements, and to make it possible 
for purchasers to arrange their payments to suit their 
projected cash positions. 

This is the eighth issue of World Bank bonds to be 
marketed in the United States on a negotiated basis by 
underwriting groups managed jointly by The First Bos- 
ton Corporation and Morgan Stanley & Co.; the last 
such sale, of $75,000,000 of twenty-three year bonds, 
was placed in mid-October 1957. Net proceeds from 
the current sale will be used in the general operations 
of the Bank. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
January 7, 1958. 
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being helped by the facts that the public is tired of 
inflation and that the broad tendencies in world markets 
are no longer strongly inflationary. On the contrary, 
tendencies in the opposite direction have set in. The 
United States and some other countries are facing a set 
of new problems; there is every reason to believe that 
they will be able to solve these problems under condi- 
tions which will permit continued growth in the world 
economy. 


Europe 


U.K. Gold and Dollar Reserves 


The U.K. Treasury announced on January 3 that the 
gold and dollar reserves of the sterling area had in- 
creased by $88 million in December, and at the end 
of the month stood at $2,273 million. Special payments 
in December comprised a quarterly installment of $8 
million on the Canadian interest-free loan, $5.5 million 
on two U.S. loans, and $2 million which had to be paid 
on the $104 million capital and interest payment de- 
ferred at the end of 1956. Reserves in December were, 
however, also affected by the decision announced on 
December 17 to exercise the right under the revised 
Anglo-American and Anglo-Canadian loan agreements 
to defer payment of up to seven of the remaining 
annual installments, comprising both interest and prin- 
cipal, due on the U.S. and Canadian lines of credit (see 
this News Survey, Vol. IX, p. 279). The deferred 
installment will become payable in 2001 and will bear 
interest at the rate of 2 per cent per annum. Payments 
to the EPU in respect of the deficit incurred in Novem- 
ber amounted to $3 million, and a further $3 million 
was paid to creditors of the EPU in bilateral settlements. 

The United Kingdom had a provisional deficit of 
£6.1 million with the EPU during December. Of the 
£6.1 million, £1.9 million was accounted for by interest 
on the accumulated U.K. debit balance with the EPU. 
The deficit is admitted to be disappointing, but it seems 
to be again due in some measure to special operations 
of the French banks. 

Source: The Financial Times, London, England, Jan- 
uary 4, 1958. 


Minting of Sovereigns 

The U.K. Treasury has announced that the Royal 
Mint will shortly undertake further minting of gold 
sovereigns. These coins will not be issued for circula- 
tion in the United Kingdom, but will be used to augment 
the stocks of sovereigns in the U.K. gold reserves. This 
will enable sovereigns from these stocks to be released 
for circulation abroad to meet a demand which has 
given rise to counterfeiting. 
Source: The Times, London, England, December 27, 

1957. 
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Nordic Customs Union 


The meeting of the Nordic Council which was to 
discuss a report on a proposal to establish a Nordic 
customs union (see this News Survey, Vol. X, p. 146) 
is expected to be postponed until October 1958. Before 
taking any stand on the Nordic scheme, the Economic 
Committee of the Council wants to wait until the results 
of OEEC deliberations on the wider European Free 
Trade Area project become clearer. In the meantime, 
the relationships between the Free Trade Area project 
and Northern economic cooperation will be examined 
further by a committee of the Council. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, November 15, 1957. 


Middle East 


Egypt's Five-Year Industrialization Program 

The President of Egypt has issued an order establish- 
ing a special authority, headed by the Minister of Indus- 
try, to supervise the execution of Egypt's five-year in- 
dustrialization program. The President gave directives 
that available resources, both material and human, be 
mobilized with a view to completing the program within 
a shorter period than five years, possibly three years. 
The program covers 125 projects in various fields of 
industry, and its cost is estimated at LE 240 million, 
which will be met in part by economic aid of LE 62.5 
million from the U.S.S.R. General outlines of the Soviet 
economic aid have been agreed upon recently, and 
details will be finalized after a visit to the U.S.S.R. by 
an Egyptian industrial mission, headed by the Minister 
of Industry. Imports of plant and machinery from the 
U.S.S.R. will be subject to two conditions: that the 
technical quality of imported plant or machinery be 
equal to or better than that of international competitors, 
and that Soviet prices be in line with international prices. 
The financing of the project will not depend on income 
from the Suez Canal, all of which is earmarked for 
improvement of the Canal and for the financing of the 
High Aswan Dam project. 

The five-year program is divided into three periods, 
each period being partly dependent on the results of 
the previous one. Thirty-two projects are included in 
the first period, 20 in the second, and 73 in the third. 
Some of the projects included in the first period have 
already been completed, i.e., the establishment of an 
iron and steel industry. The program will require the 
direct employment of 100,000 workers, of whom 
40,000 are unskilled. The value of the annual produc- 
tion of the new industries included in the program is 
estimated at LE 118 million, and the increment to the 
national income is estimated at LE 48 million. In ad- 
dition, the execution of the program will result in a 
saving of LE 63 million in foreign exchange as a result 
of a decrease in imports. 


A large part of the program is devoted to the devel- 
opment of the mining industry and the exploitation of 
Egypt’s mineral resources, including iron, phosphates, 
manganese, salt, zinc, lead, black sands, talcum, asbes- 
tos, chrome, tin, sulphur, coal, and graphite. Four air- 
ports and four wireless stations will be erected to service 
the mining areas in the eastern desert, and one airport 
in the western oases. 


Source: Al Ahram, Cairo, Egypt, December 2, 1957. 


Foreign Aid to Jordan 


Direct foreign aid received by Jordan during 1957 is 
likely to exceed that of any previous year. In addition 
to arms, Jordan was to receive $20 million from the 
United States; $13 million of this amount had already 
been paid and used before the end of November, and 
a further payment of $3-4 million was expected by the 
end of the year. Although this assistance is given for 
general purposes, it is used by Jordan primarily for 
defense expenditure. It is supplemented with financial 
assistance of $14 million from Saudi Arabia, of which 
the first installment of $7 million has already been paid. 
These two sources of assistance replace the U.K. sub- 
sidy which was terminated by mutual agreement in 
March 1957; at that time, the U.K. assistance was at 
the rate of £1 million per month, including £2.25 million 
annually for economic development (see this News 
Survey, Vol. TX, p. 297). The U.K. Government has 
agreed to continue its economic development assistance 
to Jordan by paying £1.3 million, which was originally 
promised to aid such projects as construction of the 
port of Aqaba and the desert road. In addition, the 
expenditure of the U.S. Technical and Economic As- 
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sistance Mission will amount to $4 million during the 

current financial year. 

Source: The Economist, London, England, Novem- 
ber 30, 1957. 


Saudi Arabian-Japanese Oil Agreement 


A 40-year concession for oil exploration and devel- 
opment, covering 7,400 square miles in the Persian 
Gulf off the coast of the Neutral Zone between Saudi 
Arabia and Kuwait, has been granted by the Govern- 
ment of Saudi Arabia to a Japanese oil company. Sub- 
ject to the approval of the Sheik of Kuwait, the Govern- 
ments of Saudi Arabia and Kuwait will receive immedi- 
ately $3 million annually until oil is found, or for a 
maximum period of four years, and $2 million annually 
thereafter applied retroactively once oil is found, in 
addition to 56 per cent of the net profits computed on 
the basis of an integrated operation, including produc- 
tion, as well as transport, refining, and actual marketing 
of the oil products. The Japanese company has already 
agreed to build a refinery in Saudi Arabia with a capac- 
ity of 75,000 barrels of crude oil per day. 

The Saudi Arabian Government may purchase at 
face value up to 20 per cent of the shares of the com- 
pany, which will be organized and registered in Saudi 
Arabia for the purpose of this concession; the Govern- 
ment may also appoint three members of the company’s 
Board of Directors and five members of its Investment 
Committee. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
December 14, 1957. 


United States and Canada 


U.S. Business Conditions 


The Federal Reserve Board’s seasonally adjusted 
index of industrial production in the United States fell 
from 141 (1947-49=100) in October to 139 in No- 
vember. This was seven points below the index for 
November 1956, and the lowest figure since July 1955, 
with the exception of one month—July 1956—when 
there was a steel strike. Reductions in output of both 
durable and nondurable goods and in mining output 
contributed to the decrease in total production in 
November. Automobile output, however, expanded 
sharply, the index rising from 118 in October to 154 in 
November. Steel mill operations continued to decline 
in November and were 6 per cent below October levels. 
In early December steel mills were operating at 70 per 
cent of capacity, and ingot production was about 30 
per cent less than a year earlier. 

If actual expenditures for plant and equipment in the 
fourth quarter of 1957 are equal to the estimates, capi- 
tal outlays for the full year 1957 will amount to about 
$37 billion, 6 per cent more than the previous high 
figure attained in 1956. However, the rate of increase 
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is substantially below the 22.5 per cent gain recorded in 
1956 over 1955. In the first quarter of 1958, the sea- 
sonally adjusted annual rate is expected to be $35.5 
billion, or 5 per cent below the rate of $37.5 billion 
estimated for the fourth quarter of 1957, according to 
the joint survey of the Commerce Department and the 
Securities and Exchange Commission. It is also 5 per 
cent below the estimated average for 1957, but some- 
what higher than the 1956 average. The scheduled de- 
cline in the first quarter of 1958 is the first quarter-to- 
quarter downturn since the similar period in 1955, when 
the seasonally adjusted annual rate fell to $25.7 billion 
from $26.1 billion in the fourth quarter of 1954. A 
downturn is forecast for outlays in every major sector. 
The smallest declines are for public utilities, commercial 
construction, and mining; the decline in manufacturing 
is expected to be 7 per cent, with the largest decrease 
in durable goods industries; outlays by railroads are 
expected to decline by 5 per cent, and by other trans- 
portation by 10 per cent. 

Total civilian employment in November fell by 
1.1 million, to 64.9 million. Unemployment, season- 
ally adjusted, rose from 3.1 million in October to 
3.5 million in November. (It had been 3.0 million 
in November 1956.) As a result, the seasonally ad- 
justed rate of unemployment reached 5.1 per cent of 
the labor force, compared with 4.6 per cent in October 
1957. Most of the decline was in agriculture, where 
the normal seasonal decline was accentuated by un- 
usually bad weather in mid-November. The majority 
of persons leaving farm employment withdrew from 
the labor force entirely, instead of seeking other work. 
The additions to the unemployed were largely persons 
separated from nonfarm employment or those entering 
the labor force in search of Christmas jobs. Employ- 
ment in manufacturing was 16.6 million in November, 
a decrease of 230,000 from October—substantially 
more than the decrease that usually occurs between these 
two months. Nearly every major durable goods indus- 
try reported cutbacks, with the reductions in primary 
and fabricated metals and the machinery industries 
being especially large. Jobs in contract construction 
and transportation fell more than seasonally in Novem- 
ber, as a result both of unusually bad weather and of 
some slackening in business. The rise in trade employ- 
ment was comparatively small for the pre-holiday 
season. The average workweek of factory production 
workers dropped by 0.3 hour, to 39.2 hours in Novem- 
ber, the lowest level for this month since 1949. Despite 
shorter hours of work, average weekly earnings of 
factory workers declined only slightly, to $82.32, as 
average hourly earnings rose by 1 per cent, to $2.10. 

Nonfarm housing starts declined seasonally, from 
95,000 in October to 78,000 in November. Preliminary 
estimates indicate that private housing starts decreased 
no more than usual, but public starts were sharply 
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below the relatively large number for October. The 
75,700 private houses and apartments started in 
November represent a seasonally adjusted annual rate 
of 1,010,000 units, marking the seventh consecutive 
month that the rate was close to a million units. How- 
ever, data for the first 11 months of 1957 indicate that 
the annual total will fall below a million units this year. 
The number of units started during the January- 
November period was 926,700, or 10 per cent less 
than the total for the corresponding period in 1956, 
and was the smallest since 1949. 
Sources: Department of Labor, Employment, Hours, 
and Earnings, November 1957, December 11, 
1957, and Housing Starts in November 1957, 
December 13, 1957, Washington, D. C.; 
Department of Commerce, Current Popula- 
tion Reports, Labor Force, Washington, 
D. C., December 1957; The Wall Street 
Journal, December 13, 1957, and The Jour- 
nal of Commerce, December 13 and 17, 
1957, New York, N. Y. 


U.S. Restrictions on Oil Imports 


President Eisenhower has extended the voluntary oil 
import restriction program to the west coast of the 
United States. Hitherto, voluntary import restrictions 
have applied only to states east of the Rocky Moun- 
tains. Imports of oil into California, Oregon, Wash- 
ington, Nevada, and Arizona during the first half of 


1958 are now to be limited to 220,000 barrels daily. 
Imports into this area for the last six months have 
averaged 300,000 barrels daily. 


Sources: The Journal of Commerce, New York, N. Y.., 
December 26 and 27, 1957. 


Canadian Balance of International Payments and Exchange Rate 


Notwithstanding a reduction in the trade deficit over 
the first nine months of 1957, compared with the same 
period a year ago (see this News Survey, Vol. X, p. 
206), the Canadian current balance showed a larger 
deficit than ever before in the corresponding period, 
$1.1 billion compared with $1.0 billion last year. The 
deficit resulting from service and other current trans- 
actions (except merchandise) was higher than a year 
ago in each quarter of 1957. While the two-year rise 
in imports of commodities and many business services 
had leveled off by the second and third quarters of 
1957, income remittances to nonresidents and tourist 
expenditures by Canadians continued to rise. Expendi- 
tures for invisibles increased by $109 million from the 
nine-month period in 1956 to 1957, while receipts 
declined by $8 million, leaving a deficit of $546 million, 
against $429 million in 1956. Most of the increase in 
the deficit was in transactions with the United States, 
and this more than offset the improvement in the bal- 
ance of commodity trade. 
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With capital inflow from security transactions still 
increasing during the first three quarters of 1957 com- 
pared with the same period of 1956, net proceeds from 
direct investment were $335 million, $20 million more 
than a year ago. 


The Canadian exchange rate began to decline in the 
second half of November, and on December 20, 1957 
was quoted at US$1.0148, the lowest point since 
October 1956. This movement was attributed in part 
to a decline in Canadian borrowing from the United 
States, owing to easier borrowing conditions in Canada 
and a narrowing margin between U.S. and Canadian 
interest rates. The capital inflow from European coun- 
tries was also reduced. The exchange rate recovered 
slightly in the last week of December, but by January 6, 
1958 it had fallen to $1.0091, the lowest recorded 
since April 1956. 

Sources: Dominion Bureau of Statistics, Quarterly 
Estimates of the Canadian Balance of Inter- 
national Payments, Third Quarter 1957, 
Ottawa, Canada; The Journal of Commerce, 
New York, N. Y., December 31, 1957 and 
January 7, 1958. 


Fund Transactions 


The record published in /nternational Financial Sta- 
tistics, January 1958, shows that in October 1957, in 
addition to $37,500,000 sold by the Fund to Brazil 
(see this News Survey, Vol. X, p. 121), there were 
sales of U.S. dollars to three other Fund members: 
$1,000,000 to Haiti and, under stand-by arrangements, 
$3,750,000 to Nicaragua and $500,000 to Paraguay. 
Yugoslavia repurchased from the Fund dinars equiva- 
lent to $7,750,000. This completed the repurchase of 
its currency with which Yugoslavia had purchased $9 
million from the Fund in 1949. Iraq, which had paid 
the whole of its subscription to the Fund in its own 
currency, repurchased Iraqi dinars equivalent to 
$2,000,000, and thereby reduced the Fund’s holdings 
of its currency to 75 per cent of its quota. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 
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